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PROPOSED AMENDMENTS TO THE MEAT IMPORT
QUOTA ACT

MONDAY, FEBRUARY 27, 1878

U.S. SENATE,
CoMMITTEE ON FINANCE,
Washington, D.C.

The committee met, pursuant to notice, at 10:45 a.m., in room 2221,
Dirksen Senate Office Building, Hon. Lloyd Bentsen, presiding.

Present: Senators Bentsen, Haskell, Curtis, Hansen, and Dole.

[The committee press release announcing this hearing follows:]

U.S. SENATE,
COMMITTEE ON FINANCE,
February 17, 1978.
PRESS RELEASE

FINANCE COMMITTEE TO HOLD HEARINGS ON MEAT IMPORTS

The Honorable Russell B. Long, (D., La.), Chairman of the Committee on
Finance, today announced that the Committee will hold public hearings on
proposed amendments to the Meat Import Quota Act (P.L. 88-482). The hear-
ings will be held at 10:00 a.m., Monday, February 27, 1978, in Room 2221 of
the Dirksen Senate Office Building.

Requests to testify.—Chairman Long stated that witnesses desiring to tes-
tify during these hearings must make their requests to testify to Michael Stern,
Staff Director, Committee on Finance, Room 2227, Dirksen Senate Office Build-
ing, Washington, D.C. 20510, not later than Wednesday, February 22, 1978.
Witnesses will be notified as soon as possible after this date as to when they
are scheduled to appear. If for some reason the witness is unable to appear at
the time scheduled, he may file a written statement for the record in lieu of
the personal appearance.

Congolidated testimony.—Chairman Long also stated that the Committee
strongly urges all witnesses who have a common position or the same general
interest to consolidate their testimony and designate a single spokesman to
present their common viewpoint orally to the Committee. This procedure will
enable the Committee to receive a wider expression of views than it might

otherwise obtain. Chairman Long urged very strongly that all witnesses exert

a maximum effort to consolidate and coordinate their statements.

Legislative Reorganization Act.—In this respect, he observed that the Legis-
lative Reorganization Act of 1846 requires all witnesses appearing before the
Committees of Congress to “fille in advance written statements of their pro-
posed testimony, and to limit their oral presentations to brief summaries of
their argument.” Chairman Long stated that in light of this statute, the num-
ber of witnesses who desire to appear before the Committee, and the limited
time available for the hearings, all witnesses who are scheduled to testify
must comply with the following rules:

1. All witnesses must include with their written statements a summary of
the principal points included in the statement.

2. The written statements must be typed on letter-size paper (not legal size)
and at least 75 copfes must be submitted before the beginning of the hearing.

1
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3. Witnesses are not to read their written statements to the Committee, but
are to confine their 10-minute oral presentations to a summary of the points
included in the statement,

4. No more than 10 minutes will be allowed for the oral summary.

W;tncsses who fail to comply with these rules will forfeit their privilege to
testify.

Written statements.—Witnesses who are not scheduled to make an oral
presentation, and others who desire to present their views to the Committee,
are urged to prepare a written statement for submission and inclusion in the
printed record of the hearings. These written statements should be submitted
to Michael Stern, Staff Director, Senate Committee on Finance, Room 2227,
Dirksen Senate Office Bullding not later than Friday, March 17, 1978.

Senator BExTseN. The hearing will come to order.

The Finance Committee is meeting today to hear testimony on the
impact of beef imports on the domestic beef industry including cow
and calf operations, feedlot operators, slaughterers, and processors.

I do not believe anyone can question that the domestic beef indus-
try, as a whole;-has been seriously hurt in the past several years.

The fact that imported, frozen, boneless beef comprises 15 to 20
percent of the total U.S. processing beef supply illustrates the seri-
ousness of the problem. While it is true that some segments of the in-
dﬁlstry are doing better than others, as a whole, the industry is in bad
shape.

In my State, many cattlemen, the backbone of an industry that puts
billions of dollars of beef on American tables e¢very year, has been
hurt seriously. Many have been forced out of business. Only by selling
part of the family ranch, having income from operations other than
cattle or by skimping on badly needed family supplies and purchases
while going deeply into debt, has a terribly painful human and eco-
nomic problem been prevented from turning into an unmitigated
disaster.

Imports of beef have contributed to the problem.

I am determined that this problem be dealt with firmly, to put a
stop to a current situation which allows imports to increase at the
same time that domestic producers are liquidating their cow herds.

I will introduce legislation today to impose reasonable quotas on
the amount of beef which can be imported into the United States. I
recognize that beef imports should never be cut completely off.

Under this proposed legislation, imports would always remain at
least 2 percent of domestic commercial production, but in order to
protect the already depressed domestic beef industry, imports would
be kept at that 2 percent level until the average price for domestic
beef rises above 80 percent of parity.

This piece of legislation would reverse the boom and bust cycle in
the cattle industry by allowing increased imports during periods of
high prices and reducing imports during periods of depressed prices.
This countercyclical control of imports will add stability to the cattle
market and assure the U.S. consumer a high quality of beef at reason-
able prices.

Additionally, this legislation will close the loophole that allows live
cattle to enter the United States to be slaughtered and counted as
domestic production.
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I have also been concerned about the quality of beef imported into_
the United States. I believe that the consumer should know whether
or not the beef they buy in the supermarket is domestic production.
Also the producer in foreign countries should have to meet the same
quality standards imposed on our cattle industry for the protection
for our American consumer. .

There are several bills currently before the Finance Committee deal-
ing with the beef imports including the le%islatiox} I am introducing.
I am hopeful that the testimony on these bills this morning will en-
able the committee to formulate a prompt and effective solution to
this serious problem.

We have a number of members on this committee who have lon
been involved with the cattleman’s problems. Senator Carl Curtis o
Nebraska, Senator Haskell of Colorado, and Senator Hansen, and I
see a number of my distinguished colleagues out in the audience who
are participating.

Senator Curtis. Mr. Chairman, I want to thank you for arranging
for these hearings. I want to commend you for what you are tryin
to do. I am sure it has the appreciation of agriculture generally and,
in particular, all of the phases of the cattle industry.

I would like to include in my opening remarks a summary of the
~ Meat Import Act of 1964. It shows what the Senate did at that time,
what happened in conference, and it has some statistics relating to
the imports, so if I may include that?

Senator BExTsEN. Would you have further comment?

Senator Curtis. No.

[ The material referred to by Senator Curtis follows:]

Re: Meat Import Act of 1964.
The quotas provided by the Senate Bill in general closely approximated the
average annual imports of beef for the 3-year period ending December 31, 1963.
Under the Senate Bill, quarterly quotas were imposed upon the importation
of beef (and beef products), mutton, and lamb imported after December 31,
1964. The amount of these quarterly quotas are as follows:

Pounds
Cattle meat, fresh, chilled or frozen.__ e 168, 500, 000
Sausage, other than pork___ . ___ o ______ 550, 000
Prepared or preserved beef and veal . ___________________________. .28, 700, 000
Goat and sheep meat, fresh, chilled, or frozen..._..__.___ . .___ 12, 850, 000
Lamb meat. o e 3, 200, 000

These restrictions were imposed upon the number of pounds at which the
various articles are entered for customs purposes. Generally speaking, in the
case of cattle meat, for example, the carcass weight equivalent of boned oeef
may be determined by multiplying the weight of the boned meat by one-half.
Inasmuch as a large part of the beef imported into this country is in the form
of fresh, chilled, or frozen boned beef, when converted into carcass weight equiv-
alents the quota in category (1) above would be 1,011 million pounds on an
annual basis. i

The bill provided for increases in these quotas whenever two conditions are
met. First, if the average price received in the United States for the meat in
question equals or exceeds 90 percent of the average parity price for such meat,
and second, if the domestic slaughter of the animal involved exceeds specified
amounts (7.352 million in the case of beef) in 6-month periods, the quotas pro-
yided by the bill are to be increased in the same ratio as the domestle slaughter
increases.
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The Conference substitute provided that it is the policy of the Congress that
the aggregate quantity of the articles specified in items 1068.10 (relating to fresh,
chilled, or frozen cattle meat) and 108.20 (relating to fresh, chilled, &: frozen
meat of goats and sheep (except lambs)) of the Tariff States in anr calendar
year beginning after December 31, 1964, should, not exceed 725,400,000 pounds;
except that this quantity shall be increased or decreased for any calendar year
by the same percentage that estimated average annual domestiq commercial
production of increased or decreased in comparison with the avérage annual
domestic commercial production of these articles during the years 1959 through
1963, inclusive, - : . ’

SUMMARY

The Senate bill provide a quota on a yearly basis of 855,200,000 pounds and
provided two tests for increasing the quota: (1) Domestic price exceeds 90%
of parity, and (2) domestic slaughter exceeds specified amounts. : .

The Conference substitute reduced the quota to 725,400,000 pounds and pro-
vided for an adjustment based on the ratio of production to base period
production (1959-1968). . :

In addition, theré are attached statistics relating to imports and consumption
for meat and nine other products.

[In millions of pounds, product weight—848 million pounds)

Public Law Senate Bill

Year:
848.7 855.2
890.1 855.2
904, 6 855.2
950.3 855.2
988.0 855. 2
98 8 855.2
1,025.0 855.2
1,042.4 855.2
1,046.8 d
1,027.9 El}
1,074.3 855.
1,120.9 855, 2
1,165.4 855.2
1 Similar to Public Law.
1975 Ratio of beef and veal imports lo domestic conaumption
imports (millions pounds) . ___________ .. ________ . ____. 1, 781
Consumption (millions pounds)......___________________________ 26, 274
Ratio (percent) . . _ ..
1976: )
Imports! (million pounds) _________________ . _______.__________ 2, 006
Consumption (million pounds) .. _ ___ . __________________________ 28, 287
Ratio (percent) . . _ _ ______ . 7.1

1 Includes 45 million pounds of cubed beef entered from trade zones.

Senator BEnTseN. Mr. Hansen ?

Senator HansEN. Mr. Chairman, thank you very much for calling
this hearing. Let me-say that the problem, I think, is clear to every-
one. Simply stated, it has been that the costs of production during the
past several years have far exceeded what producers have been re-
ceiving for their animals. During this same period, when cattlemen
throughout the United States were going broke, the amount of beef
imported from foreign countries steadily increased.

Cattlemen have contended that the present meat import law works
backwards from the way it should. The law bases imports on domestic

~
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production, so that when the domestic supply of meat increases, so
does the emount of foreign meat that can be imported. The more
sensible approach might be to reduce imports when our own supﬁly
is high and increase imports when the domestic supply is down. That
is the philosophy of several of the bills which we will be discussing
this morning. .

Cattle prices have improved somewhat in recent months but, in my
opinion, we still need to consider the question of whether the import
law should be amended in order to prevent further disasters such as
the one cattlemen have faced these past several years.

Mr. Chairman, I spoke with the executive vice president of the
Wyoming Stock Growers Association over the weekend and he ex-
pressed concern about our taking any action to increase imports now
that the market appears to be starting an unswing. I certainly agree
with him that we would not want to take any action that would, in
any way, jeopardize the return to decent prices for the industry. But
I should think that we might be able to come up with a bill to better
protect our livestock industry during periods such as we have experi-
enced in the past 36 months. -

Mr, Chairman, may I observe further that Senator Robert Dole,
who is extremely interested in this problem that has been plaguing
the livestock industry for the last several years, expressed his disap-
pointment at not being able to be here this morning. He is serving as
a member of the Committee on Agriculture as well as the Finance
Committee, and he has been engaged in hearings which were convened
before the Agriculture Committee at 9 this morning.

I therefore ask unanimous consent that a statement he has prepared
and would have delivered were he able to have been here be included
in the record at tLis point.

Senator BEnTsEN. Without objection. Senator Dole’s long interest
is well understood. I might say, Senator Hansen, the legislation I am
talking about introducing today would, in my opinion, in no way
hurt the recovery price in cattle. It is based on the South Dakota
Department of Agriculture study, and I have some bias toward South
Dakota, since my parents came from there.

[The prepared statement of Senator Robert Dole follows:]

STATEMENT OF SENATOR BoB DoLe

Mr. Chairman: I would like to express the thanks of the cattlemen and
other livestock producers of this Nation for scheduling these hearings on the
important matter of meat imports and to consider several bills that have been
introduced to amend the Meat Import Quota Act of 1964.

When that law was passed, I was a member of the House of Representatives
and on the House Agriculture Committee. I supported the bill because it was
needed and it still is needed to act as a buffer against excessive importation
of meat that could destroy our meat producers, but to also assure our con-
sumers of a more stable supply of meat at reasonable prices.

Mr. Chairman, February 6th I introduced S. 2492, a bill to amend the Meat
Fmport Quota Act to provide some necessary improvement. There is a major
flaw needing correction and several clarifying amendments in order to make
the law more equitable and workable. The prime thrust of my bill 18 designed
to build into the Meat Import Act what is referred to as a counter-cyclical
formula. As now structured, the law permits more meat to be imported in those
years when U.S. beef productfon is high and less when production is down. It
should be just the opposite.
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Under the suggested formmla, yearly import quotas would be adjusted in
inverse proportion to changes in per capita U.S. production of cow beef. At
present, import quotas rise or fall along with the same trends in total U.S. beef
output. The suggested formula would have imports decreasing when U.S. pro-
duction of cow beef increased cyclically, and vice versa. This would help pro-
vide more stability of supplies and prices. . o

('Jattl:;:h industry spokesmen and others have recommended the counter-cyclical
approach, ’

As previously noted, the quota formula change is one of a number of changes
in the law which are needed.

Other proposed changes are (1) all beef and veal, regardless of form or
origin should be covered. The law now covers fresh, frozen or chilled.) These
amendments also are needed to prevent any further circumvention of the law.
(2) Quarterly rather than annual quota determination—so that we will not
have a disportionate share of a year's quota crowded into a single quarter,
causing an abnormal impact in a short period. (3) A study of past imports
and recommendations to assist in the prevention of disproportionate shipments
through limited numbers of ports of entry.

In developing a counter-cyclical formula, it was concluded that cow slaugh-
ter and per capita cow beef production are the best indicators of a specific
stage of the cattle cycle. Also, the formula addresses itself to the fact that
boneless beef imports are more competitive with cow beef than with other
types of domestic beef.

The suggested new formula is shown in Table 1. As you can see, the adjusted
base quota as currently determined under the law would be further adjusted
to reflect the cyclical changes in per capita cow beef production.

The numerator of the modifying fraction is a 10-year moving average of
per capita cow beef output. A 10-year moving average is used because this is
the approximate length of a cattle ¢ycle; it introduces the cyclical factor in
domestic production. The denominator of the fraction is an average of two
vears’ per capita output-production in the year prior to the year under con-
sideration and estimated production in the year for which the quota is being
determined. Using these two years a part of the formula updates the adjusted
base quota.

The figures in the ratio fraction in Table 1 represent per capita cow beef
production on a carcass weight basis. The adjusted base quota and proposed
new quota are on a product weight basis. '

Table 2 shows how the suggested change would have worked in the past
and how it would work in the future in determining quotas. The secord column
in the Table is the ratio which is obtained by dividing as shown in Table 1.
When this ratio is multiplied by the adjusted base quota under the current
formula, one comes up with the proposed new quota.

The final column in Table 2 shows the amount by which the new quota would
vary up or down from the quota as determined urder the present law. During
the last four years—the liquidation period of the current cycle—the quota
would have been less each year,

Mr. Chairman, the counsel on the Agriculture Committee advises me that a
technical amendment needs to be made to this legislation and I have arranged
for him to work with the Finance Committee counsel to make this correction
in any future markup concerning this legislation. In closing, Mr. Chairman,
I want to emphasize that I have but one concern and that is that a more
reasonable application of the Meat Import Quota Act of 1964 be devised. I am
familiar with the other bills we consider and could support whichever the
committee feels is most likely to pass—as long as it accomplishes the desired
effect of stabilizing the meat imports in some counter-cyclical form, rather
through a formula such as I suggest, or possibly through a system of varlable
duties such as Senator Bellmon has introduced in his bill, S. 2484.

Either bill will provide adjustments, so that more meat would be imported
during periods of short supply (and higher prices) and less during perlods of
abundant domestic supply (lower prices). Such a concept is definitely in the
interest of the general consumer of the nation since it would bring about more
price stability, but most important assure an adequate supply of beef at all
times in the future, :
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TaBLE 1. Proposed formula to amend meat import law of 1964
A X g = Q (New proposed quota)

A=Adjusted Base Quota as calculated under the 1964 Meat Import Law.
B=Base period—This is a 10-year moving average of per capita production of
commercial cow beef. It is the 10 years prior to year under consideration. -
C=Average of two-year per capita cow beef production—including the year
previous to an an estimate of the year under consideration. -
Example for 1977:
4 (B) @
- 17.98 lbs. -
1165.4 million 1bs. X 33.05 s, — 897.4 million lbs. . -
(&) :
(New quota would equal 1,229.4 million 1bs. on carcass weight equivalent basis,
or 5.7 1bs. per capita.) -

TABLE 2. HOW vTHE PROPOSED CHANGE WOULD HAVE WORKED AND WILL WORK
[All figures product weight]

Adujsted base ‘
ﬁm (from Ratio—base Differences
eat import period+by  New proposed from adjusted
lawot 1 2-yraverage quota base quots
{million pounds (million pounds) (million pounds)
848.7 1.03 874.2 +25.5
890.1 .96 854.5 ~35.6
904.6 .98 886.5 -18.1
950.3 .98 931.3 -29.6
998.8 1.03 1028.8 +30
1025.0 1.07 109.7 +71.7
1042. 4 1.10 1146.6 +104.2
1046.8 Ll 1161.9 +115.1
1027.9 1.03 1058.7 +30.8
1074.3 .78 837.9 ~236.4
1120.9 .70 784.6 -336.3
1165.4 .1 897.4 —268.0
1150.0 .89 1050. 2 -128.7
................... 102 oo
................. 109 e
U B R

t Estimates,

Senator BENTSEN. Senator Haskell?

Senator HasgerL. Thank you, Mr. Chairman.

Mr. Chairman, I would ask unanimous consent that the statement
I have prepared be included in the record. I would also like to make
a brief comment at this time.

I think from the beef industry’s viewpoint, what Senator Hansen
referred to as the backward operation of quotas is a very serious de-
ficiency in the present law. I believe that you, Mr. Chairman, referred
to the inadequate inspection and standards applied to foreign beef,
and I would like to congratulate all concerned, including the distin-

uished Senator from Montana, for addressing this problem. I think
it is absolutely necessary that deficiencies in the current law be cor-
rected for the survival of the beef industry in our Nation.

Thank you, Mr. Chairman.

[The prepared statement of Senator Haskell follows:]
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STATEMENRT OF SENATOR FLoYD HABKELL

I am delightéd .that the Committee is holding hearings today on meat im-
ports. Our cattlemen have been in serious economic straits in recent years.
These hearings provide a good opportunity to examine new policies to lead us
- out of the boom-bust cycle and return our vital cattle industry to stability and

prosperity.

I believe we should change the current meat import policy which actually
reinforces the boom-bust cycle. Our goal should be stability in the beef market.
We can achieve that goal with a countercyclical policy on meat imports. Such
a policy would take into account the difficult situation our caitle industry faces
when it is going through a liquidation phase. A countercyclical approach would
also protect the consumer by allowing proportionately more imports when
prices are high.

I have followed closely the condition of our domestic cattle industry, and I
am anxious to hear from members of the industry and other witnesses whom
we have before us today. I look forward to hearing their positions on the leg-
islative proposals which have been introduced and referred to the Finince
Committee. I will take a close look at these proposed legislative solutions
myself in the days to come, and I will be joining with other Senators in sup-
porting legislation which will insure the future health and prospe 'ty of our
cattle industry.

We are pleased to have, as our first witness, Senator Melcher of
Montana, a man who has been consistently a leader in formulatin
sound agricultural policies of great benefit to our domestic agricul-
tural producers.

Senator Melcher?

STATEMENT OF HON. JOHN MELCHER, A U.S. SENATOR FROM THE
STATE OF MONTANA

Senator BenTsexn. Senator Melcher ? ™~

Senator MeLcuer. Thank you, Mr. Chairman.

T am advised that the time available for these hearings is short, so
1 shall be very brief this morning and file a memorandum with the
committee going into greater detail.

The cattle industry has been in a depressed situation for 4 years.
Losses of $50 to $100 per head, and even more, have been common-
place. Those are the kind of losses that even well-financed ranchers
cannot stand very long.

Among other things, the industry needs relief from a growing vol-
ume of imports of both meat and live animals which have worsened
this price problem.

The 1964 Meat Import Act, by covering only certain tariff classifi-
cations, has no effect on the flow of imported beef that is processed or
cooked in any way. Such beef, including hamburger, cubed, diced,
flaked, or heated up and then refrozen, is allowed entry outside the
quota and can come into the United States in unlimited quantities.

I want to point out, Mr. Chairman and members of the committee,
that first of all, from a hoof and mouth country such as' Argentina, if
the beef is heated to a certain temperature and then refrozen, it is
allowed entry into the United States outside any quota. I want to
point out, under the 1964 act, that if a country is running out of its
quota or approaching limits established in the quota, all it needs to
do is to process the beef a little. It could be in the form of hamburger
or it could be just cut up into chunks so it would be classified as proc-
essed and come in under different tariff classifications.

That kind of beef coming into the United States, imported into the
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United States in 1976, amounted to about 14 percent of the total im-
orts.

P It is important, I think, for the consumers to know that once hav-

ing gained entry into the country, beef that is imported salls at the

same prices as U.S.-produced beef does. However, there is a signifi-

cant point, and I commend you, Mr. Chairman, for pointing out that

consumers ought to be able to know what they are buymg.

Certainly, when you are buying imported beef that is fresh, frozen,
or chilled, or even in a partially cooked form, it has already been once
frozen. It was slaughtered weeks ago and then frozen and brought
into the United States. So you are not buying the freshest beef in the
world. You are buying some that has got some time on it since it was
slaughtered. I suppose it is an average of 6 weeks, maybe 8 weeks, and
it has been once frozen. I think that consumers ought to know that so
if they want to refreeze it, they will know they are refreezing it. It is
not being frozen for the first time.

Senator HanseN. Would the Senator yield

Senator MELCHER. Yes.

Senator HanseN. As his colleagues know, the Senator not only very
ably represents the State of Montana, but he has background and
considerable expertise in this area as well, being a veterinarian.

The U.S. Department of Agriculture, I understand, recommends to
housewives that meat not be refrozen. Am I right about that?

Senator MeLcHER. That is generally true. Each time it——

Senator HansEN. Do you see anything inconsistent, then, with the
way imported meat may be handled and the advice that the Depart-
ment gives to housewives in this country ¢ :

Serator MeLcHER. It certainly is inconsistent, because if you are
buying imported beef, you should know it was frozen before you pur-
chased it, so you can use your own options if you want to refreeze it
again. I think everybodir ought to know what they are buying.

The law, as it is now, leaves an unlimited loophole on total quantity
imported. Any amount could be brought into the United States under
the tariff classifications to which quotas do not apply.

It is hurting the U.S. beef producers and it does not help consumers
because we have plenty of U.S beef which is both fresher and, in my
judgment, much more wholesome. Closing of this loophole will help
both producers and consumers, stabilize American production, and
help our basic agriculture economy while improving our balance of
payments with fewer dollars going abroad.

In S. 294, introduced a year ago, I was attempting to close loop-
holes in the 1964 import quota law by including fresh, frozen, or
chilled meat superficially processed under the quota limitations, to
eliminate the 10-percent trigger allowances and give the President
the same authority to reduce the quota level when domestic supplies
are high as he has the authority to suspend quotas when our domestic
supplies are low. There is now need for a measure which will do these
things and others.

First, we should include.all imported beef, fresh, chilled, frozen,
processed, preserved, cooked, or canned under the 1964 limitation.

Two, we should provide for raising and lowering the quota level
inversely to domestic supply.

Three, we should eliminate the 10-percent target or trigger allow-
ance in the 1864 act. And surely there is no real justification of a 10-
percent trigger allowance.
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Four, impose a quota on live cattle not to exceed the average of
imports in the 3-year period ended December 31, 1976, and provide
that such entries are appropriately spaced geographically and over
time so that they will not flood and depress a few individual market-
ing areas.

uring the hearings today, propcsals along all of these lines will
be submitted to the committee. The National Cattlemen’s Association
and our colleague, Senator Bellinon, huve very thoughtful proposals
for an inverse quota system which should be considered. Because of
the limited time available for these hearings, I will submit a state-
ment for the committee that will go into greater detail than I out-
lined here this morning, Mr. Chairman.

Senator Bextsex. Thank you very much, Senator Melcher, for
your contribution to the hearings.

Are there questions of the witness? ‘

Senator Curtis. Mr. Chairman, the distinguished Senator from
Montana has a very good statement. There are a number of points
T would like to emphasize, but, due to the shortness of time, I shall not.

T will just ask one question. Do you feel that the way the present
law worls out in increasing the import quota when domestic produc-
tion increases, that it actually results in an increase of imports at a
time of depressed prices?

Senator MeLcHER. Absolutely, and it does not make sense for any-
body. It does not help consumers and it sure as the devil hurts
producers.

Senator Curris. You may be interested that in the act of 1964, the
Senate bill provided that there would be no increase by reason of in-
creased consumption in this country in any year that the cattle price
was not 90 percent of parity. We lost that provision in conference,
but had that prevailed, in 1977 our quota would have been 855.2 mil-
lion pounds. But it actually was 1 billion, 165.4 million pounds.

Thank you, sir.

Senator BenTtsex. Thank you.

Senator Haskell?

Senator HaskeLL. No questions.

Senator BenTseN. Senator Hansen ¢ »

Senator HaxseN. The Federal Meat Inspection Act makes a num-
ber of demands upon importers. Section 20 of that act as amended -
provides, among other things, that meat and meat products prepared
or produced in foreign countries may not be imported into the United
States unless they comply with all the inspection, building constiuc-
tion standards, and all other provisions of this chapter.

Section 20 further provides that all such imported articles shall,
upon entry to the United States, be deemed and treated as domestic
articles subject to the provisions of this chapter.

1 think that it is clear that section 20 intends that foreign meat ex-
porting countries enforce inspection and other requirements with re-
spect to the preparation of the products at least equal to those appli-
cable to preparation of like products at federally inspected establish-
ments in the United States, and that the imported products be subject
to inspection and other requirements upon arrival in the United
States, to identify them and further, to assure their freedom from
adulteration and misbranding at the point of entry.

However, section 20 does not provide that the imported products
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be inspected by U.S. inspectors during their preparation in the for-
eign countries. .

%nunderstand that veterinarians, by and large, do most of the in-
specting of slaughter plants in the United States. Is that right, or
people qualified as a veterinarian would be# .

Senator MeLcHER. They are in charge, and any of the inspectors
that are not veterinarians, the so-called lay inspectors, are under the
supervision of veterinarians.

enator HanseN. Do you think that the method presently being
followed to permit the importation of meat into this country results
in the same high standard of excellence in foreign countries and in
slaughtering plants in foreign countries as we have in this country?

Senator MeLciter. There are some countries that have very good
inspection service comparable to ours. I think it is fair to say that
Canada probably does.

However, there are a lot of countries that do not, and since we have
quotas established for over 40 different countries we are probably
letting down our guard on wholesomeness through the inspection
process in many countries throughout the world. : ‘

I think you have touched on one key point. I have never been con-
vinced that we have rigidly enforced requirements that every estab-
lishment abroad meet our requirements as to construction facilities
and all that goes with it. I do not think that in many countries our
requirements have been rigidly enforced.

I was particularly outraged a few years ago when I found out that
the veterinarians who go around the world to these various plants
that are licensed and approved to slaughter animals and send their
product to this country were actually following a very haphazard
scheme of inspection to make sure that the foreign plants meet our
criteria so we can be reasonably sure that they meet the same stand-
ards as we do. ,

At that time, a half dozen years ago, the veterinarian that would
be visiting a country was cleared by the State Department and the
State De{mrtment in turn notified the country to be visited so they
could tell their packers that a veterinarian would be coming to in-
spect them and about when he would be there.

That is the neatest way to clean up the kitchen I have ever heard
of. You do not have to clean it up too often, just once a year or.so.

Senator BenTseN, Well, how are they going to have proper enter-
tainment available for him unless they—— ‘

Senator MeLcHER. Right.

Now, things have a habit in the bureaucracy of slowing down and
quitting every now and then. We found out last fall that there had
not been any travel authorized for some of these veterinarians going
abroad for several months, and that had become known. So it was a
free ride during that period of time for those plants that did not have
any inspectors from here,

It was a clear violation of the intent of the law. We talked to Bob
Bergland about it and he quickly reversed it, of course, and put those
inspectors out again.

But I havesnever been satisfied that many countries—probably over
half—have the same degree of inspection, the same thoroughness for
wholesomeness and health, that we have.

Senator HaxseN. That is the same impression that T have gotten,
Senator Melcher.
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Senator BenTsEN. Thank you very much, Senator. We are fortu-
nate to have someone in the Senate who has such an intimate knowl-
edge of this particular problem and such a deep interest in it. Thank

ou.
Y Senator MeLcHER. Thank you, Mr. Chairman. _

Senator BENTSEN. Because of the limitations on time, and I notice
that we have taken about 30 minutes now, we have to rule that the
testimony of the witnesses be limited to 10 minutes. We are going to
have to enforce that limitation and, in turn, let’s limit the questions
of the members of this committee on the first round to 5 minutes, if
that is agreeable. .

I hate to reemphasize but one of the most knowledgeable witnesses
is about to appear. Senator Bellmon, who has been very much in-
volved in this problem as a senior member of the Agriculture Com-
mittee, has a great deal of experience in farming and ranching. He
has some very important legislation introduced on various aspects of
this problem.

Would you come forward, please, Senator Bellmon, and would you
introduce those who accompany you?

Senator BeLLmox. Thank you, Mr. Chairman.

With me on my right is, first of all, Mr. Chuck Bellman from
Wecota, S. Dak. I want to hasten to add that there is no relationship
here. He just happens to be in the cattle business and in the farming
business. .

Senator BExTsEx. Well, he is from a great State, Senator.

Senator BELLyon. Agreed.

And also Mr. Vogel of Hoven, S. Dak., and Mr. Rohweder of
Wishek, N. Dak. .

These gentlemen, I might say, came to my office some weeks ago
with & proposal which has now been reduced to legislation in iﬁe
form of S. 2482 which I introduced on February 2 and I would like,
Mr. Chairman, after making a very brief statement, to call upon them
to explain the legislation,

Senator BEnTsEN. We would be very pleased to hear.them.

Senator BeLLmox. I am not sure that we can get this all done in
10 minutes, but we will do our best.

Senator BExTsEN. Let’s try.

Senator BeLLmoN. Mr. Chairman, I have a prepared statement. I
ask unanimous consent that it be made a part of the record, and I
will highlight it.

Senator BENTsEN. Without objection, your statement will appear
in the record in full.

STATEMENT OF HON. HENRY BELLMON, A U.S. SENATOR FROM THE
STATE OF OKLAHOMA

Senator BerLLMoN. As members of the Finance Committee perhaps
know better than anyone else, the beef industry has really gone
through the ringer in recent years, particularly in the last 3 years.
We have the Meat Import Act of 1964 which has helped us, but it has
not worked as well as I think most of us thought it would work, and
hoped it would work.
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In the act, as the committee knows, the level of imports is pegged
at 7 percent of our domestic consumption so that as consumption goes
up, the level of imports goes up, and it works to the very worst ad-
vantage in the very worst way as far as producers are concerned.
When the supply of beef goes down, the level 6f imports goes down,
30 it works against consumer interests in that event.

What S. 2484 does is to remedy this deficiency by putting into
place a countercyclical system so that, as the level of beef production
in this country goes up, the level of imports goes down and then when
our production goes down, the level of imports is allowed to rise. .

Some in the cattle industry are going to say why should we have
such a change right now when we are finally about to get into a profit-
able situation? Well, the truth of it is that, every time in the past
when the level of domestic production has gone down and prices begin
to strengthen, then the quota system is removed anyway. So I do not
believe this bill will damage the interests of the beef producer and, in
fact, I think in the long run it will be very beneficial.

I have already introduced the men who are with me at the witness
table. I have already said these men are primarily responsible for
developing this legislation. I believe that they can do a better job of
explaining it than I can and so, with the committee’s indulgence, I
would like to now introduce Mr. Bellman who will explain the bill
and who will be able to answer any questions that they might have.

STATEMENT OF CHARLES J. BELLMAN, WECOTA, S. DAK. CON-
CERNED CATTLEMEN OF THE DAKOTAS TERRITORIES, ACCOM-
PANIED BY LEROY VOGEL HOVEN, S. DAK, AND RAY
ROHWEDER, WILSHEK, N. DAK. ’

Mr. BeLryax. Mr. Chairman, my name is Chuck Bellman and our
task force, which is the task force called the Concerned Cattlemen of
of the Dakotas, has been instrumental in the development of this bill
along with the South Dakota Department of Agriculture, and we
believe that Senator Bellmon’s bill addresses itself very adequately
to the problems that we now face.

You probably have some of my testimony up there, but rather than
dwell on the 1964 Meat Import Law, I would like to refer to about
page 5 where we discuss what S. 2484 will do for the cattlemen, and
the consumers, too, by the way.

I would like to make one comment, though, before I start that,
about the 1964 Meat Import Law. We believe that it has caused over-
liquidation of the cowherd and as a result of that has taken cows
from relatively nonproductive land. This land, then, has been plowed
up and put into grain production and this has caused a double nega-
tive effect on the agricultural sector of the economy.

So if you would turn to page 5, I will attempt to speed through
this as fast as possible.

The Beef Import Act of 1978, presented by Senator Bellmon,
positively and firmly addresses all aspects of the beef sitnation. The
act is extremely simple. In fact, if you were to ask me at the spur of
the moment what the imports would be from any country for the

25-356 0 - 18 - 2
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United States at any given time, I think I could probably answer
that question in less than 2 minutes.

We have a chart that shows what the import levels would be at
various levels of ﬁarity and we have used 25 billion pounds of pro-
duction because that is what our production was in 1976. _

You will notice that under 80 percent parity, imports would be 2
percent of that amount, so all you would have to do do is multiply
the 2 percent times the production and you come up with a half
billion pounds. That is the base from which we start and then, as
parity, or the cost of production and prices received ratio goes up,
it allows more imports.

In fact, at about 90 percent parity, it allows about 6 percent im-
ports. At 100 percent, it allows 10 and then, at 110 percent, it opens
up to imports.

Now, the administration should be extremely sympathetic with
this because it does not take the action of the President to bring in
more imports to provide the supply that we need in this country, to
take care of the demands of the consumer.

Sg. rather than take Presidential action, our bill addresses itself
to that.

No. B is all beef and is included under the law and therefore
closes the loophoes of circumvention. :

The way meat comes into the country at the present time, it is
fresh frozen and chilled beef from some countries, processed beef
from other countries and from the same ones. and also live cattle.
While obviously, the packers, or the people using this beef, have the
options of three other sources other than domestic supplies, and these
are usually cheaper sources so therefore they can hold prolonged,
depressed prices.

I think if you look at chart B that you have before you, despite
evidence that we have begun to overliquidate our cowherd and we
believe through statistical analysis that this is due to increased
imports. : )

Now, on chart B, you will notice that the top line, which we have
colored in red, is the total amount of beef that is available in this
country, and that is what our prices respond to, is that line. How-
ever, below that we have about the equivalent of 5 million cows or
cattle that come in as imported meat, plus about 1 million as live
cattle and then, also, in our beef production is the liquidation of the
cowherd which is our factor and which we must depend on in the
years ahead to supply beef. ‘

So you can see that the liquidation of the cowherd is just about—
overoverliquidation is just about equivalent to what the imports are,
and these two factors have seriously-depressed our prices longer than
what was necessary. And, as a result, looking down the road, we are
going to run into severely high prices for the consumer.

Now, we do not necessarilv believe that high prices in the long run
will be good for us either, because it will lead into the building of
the cowherd too quickly again, and then we are going to end up in -
this roller coaster situation that we were before. .

In the present situation, the import volume responds to U.S. prices
and supply and, under our proposal, the imports will respond to the
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domestic price in this country, so that when it—the parity price—
and on this scale, this will make the foreign countries very appre-
hensive about sending in too much beef. On the other hand, when
our prices do get high enough, they will be able to share in the
hi%?xer prices.

he 1mporting countries can share in the favorable balance of
trade, we also believe, because under the existing system, they will
not be their own problem. In other words, now they have held prices
down by too much of the imported beef and, under this particular
bill, when they do get imports into this country, they will get more
dollars per pound.

The bill will provide better and more logical control over imports
and will help transfer the lost wealth back into the argriculture sec-
tor. Now, we have lost $7 billion in the cattle industry and it is time
that some of that wealth is transferred back. :

The 1978 law, if enacted, will respond more quickly than other
types of bills using cattle numbers alone. Using averages over a 3-
year period could possibly lead to higher imports in periods of
severely depressed prices.

Now, when we use price as a sliding scale to control imports, that
is not true and as our prices go up, responds to imports and when
our prices go down, it responds immediately. The price cycle pre-
cedes the cow cycle, and that is what triggers liquidation and that is
what triggers build-up.

The 19g78 law, if enacted, will prevent, then, this prolonged over-
liquidation. As & result—I know I am getting a little bit long here,
perhaps—but as a result, we will be more dependent on domestic
supply and we will put these nonfed cattle back on the land where
they belong and this will, in turn, leave us less acres for -grain
production.

The imports will enter on a quarterly basis under Senator Bell-
mon’s law rather than on an annual basis. Now this has resulted in
dumping of meat on our markets at inopportune times.

World free trade will be stimulated because, as the foreign coun-
tries are turned away from the United States, they will have to seek
foreign markets. -

And finally, I would like to say that the Beef Import Act of 1978
is in compliance with the President’s recommendation as he stated
in his presentation to the Democratic Party’s Platform Committee.
In that, he said, and I quote, “Insure stable prices to consumers and
a fair profit to farmers.” And he also said we should guarantee
adequate price supports on the parity level that assures farmers
reasonable return on their investment.

We believe this bill addresses all these problems very adequately.

Thank you, Mr. Chairman.

Senator BexTsex. Thank you very much, Mr. Bellman. Are there
anv questions?

Senator Curtis? '

Senator Curtis. I have one question. Do I understand that the
way this would work, there would be a finding of what the price was
in terms of parity in one quarter and if that, for instance, was the
last quarter of the year, then the quota would adjust for the next
quarter? - ,
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Mr. BeLLman, The bill addresses itself to the last 6 months, the
previous 6 months’ average, What this does is it eliminates some of
the highs and lows out of the seasonal trends such as in October and
November when people are liquidating their cowherds. We have an
unusual number of cull cows on the market at that time, though it is
an average of 6 months,

And this calls for the imports—say this is or January 1. It would
be the average of the previous 6 months, and the imports could be
brought into the country, could be brought in in April, another quar-
ter ahead of that. So the importing people would have 3 months to
bring in that quota.

Senator Curtis. I think you have a good proposal there. Does it
cover lamb?

Mr. BeLiman., Noj; it does not. In the 1964 law, it does not include
that either. .

Senator Curtis. The Senate bill did, but lamb was—it covers goat
and sheep meat, but not lamb.

All right, thank you.

Senator BEnTseN. Senator Haskell?

Senator Haskerr. I would just make one observation to support
and bear out the points made by Senator Bellmon and Mr. Bellman.
In the 12 full years that the Meat Import Act has been in effect,
meat imports have exceeded the base import quota 9 times and have
exceeded the trigger level 5 times, but only slightly in 3 of those
five instances.

In six instances, the President proclaimed the required base quotas,
but in five of those instances, in the years 1970 through 1974, he
simultaneously suspended them in view of the overriding economic
interests and, in the sixth instance in 1976, he increased the quota
level, again, in view of overriding economic interests, to a level equal
to the trigger level.

Voluntary restraints under section 204 of the Agricnlture Act were
negotiated with most of the major exporting countries in five of
those years—that is 1970, 1971, 1972, 1975, and 1976.

Iuthink this evidence supports the point that you are making very
well.

Sentor BenTsen. Mr. Bellman, I strongly agree that we need a
countercyelical program to assist in this regard. But I would like to
know why you think we need a duty in addition to the import quotas
when at a time of low prices yould allow only 2 percent of domestic
production in imports.

Why do you need the duty on top of that? You must know you
bring on considerable additional opposition to the legislation when
you do that.

Mr. Beruman. Yes, this is true. However, our farmers and ranch-
ers have been under severely depressed situations. As it was pointed
out, we lost $7 billion alone and the valuation of our cattle industry
has dropped many billions of dollars. ‘

I think it is time that we addressed ourselves to the well-being of
our farmers and our ranchers as people do in other nations rather
than be more concerned. perhaps, about the farmers and ranchers in
other countries. We do have great concern for those, but we do need
that protection to start this thing turning round.
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Senator BEnTsEN. On that point, on page 7 you refer to table 4
setting forth the embargoes and discretionary licensing in other
countries,

Mr. BELLmAN. Yes.

Senator BENTSEN. I do not have a copy of that.

Mr. Beruyaxn. You do not have a copy?

Senator BEnTsEN. Could you provide that to us up kere?

Mr. BELLMAN, Yes; we can. It should be available.

Senator BeExTsENn. By all means let us have it.

Mr. BeLLyan. An example, T believe, is Australia where they do
have embargoes against our meat except that they can ship 600-some
million pounds of product-weight meat into the United States, so it
is not a two-way street.

Senator BENTSEN. I want the specific ones on each country. I think
that will be helpful to us, and I want to be sure that we have it for
the record.

Mr. BeLLmAN. Surely.

Senator BEnTsEN. Thank you. Tt has now been provided for me.

Mr. BeLLyax. Table 4.

Senator BEnTsex. Does each member have them now ¢

Senator Bellmon, did you have anything further?

Senator BerLrymox. Mr. Chairman, I believe not, except that I
would like to say that the 1964 act was certainly enacted in good
faith and has worked, perhaps, in certain circumstances. But I be-
lieve our experience with it shows that it now must be amended.

The enormous liquidation of our cowherds, which has occurred over
the last 3 or 4 years and which is now going to bring us into a pro-
longed period of rebuilding, is going to work a great hardship upon
consumers who are probably going to have 20 pounds less beef avail-
able than they have grown accustomed to.

Unless something like this S. 2484 is enacted, I am concerned we
are going to lose the entire beef import program and find ourselves
with a greatly weakened beef industry.

., So I would urge that the committee take prompt action along these
ines.

Senator BExTseEx. Senator Bellmon, I have studied the formula of
the South Dakota Department of Agriculture and I am impressed
with it, and I feel very strongly that we do need to take some affirm-
ative action. I totally concur in that regard.

T appreciate very much having you before us.

[The prepared statement of Senator Bellmon and the material of
the Concerned Cattlement of the Dakotas Task Force follow:]

STATEMENT BY SENATOR HENRY BELLMON

Mr. Chairman, as the Committee well knows, the American beef industry
has been in a drastically depressed state for the last three years. Similar con-
ditions developed in the 1960’s and as a result of that experience, the Meat
Import Act of 1964 was developed and written into law. This act has been of
considerable assistance in preserving the vitality of the American beet indus-
try so that consumers could have an assured supply of reasonably priced beef.
However, experience with the act has pointed out & major deficiency which
my bill, 8. 2484, is intended to remedy.

The problem with the Meat Import Act is that the amount of imports is
pegged at 7 percent of domestic consumption. This means that as consumption
goes up during times when domestic supplies of beef are abundant and rela-
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tively cheap, the level of imports also rises. Conversely, when domestic supplies
of beef are low and the price is relatively high, the level of consumption is
likely to fall and the level of imports are, therefore, set lower.

The purpose of S. 2484 is to remedy this deficiency of the Meat Import Act
by putting into place a counter-cyclical approach which will allow the levels
of imports to rise when domestic supplies of beef are low. Similarly, the bill
would mandate a reduction of imports when domestic supplies of beef are high,
This change would work to the advantage of both producers and consumers.
It would help consumers by making avaiiable larger supplies of imported beef
when domestic supplies are down and it would work to the advantage of pro-
ducers by reducing imports during periods when domestic production was up
and prices were low.

With me today are Mr. Chuck Bellman, Ray Rohweder, and LeRoy Vogel.
Mr. Bellman and Mr., Vogel are from South Dakota, and Mr. Rohweder is
from North Dakota. (Paranthetically, Mr. Chairman, let me state that Mr.
Bellman is no relation to me.) 8. 2484 has primarily been developed by these
three gentlemen and with the Committee’s indulgence, I would like to invite
them to explain provisions of the bill to Committee members. The provisions
may seem slightly complicated at the outset but they are relatively easy to
understand. Also, let me say that one reason the present law has not worked
better is that it is somewhat lacking In specifics. I believe 8. 2484 remedies
this deficlency and that the specifics which S. 2484 contains give it a greater
likelihood of success than would be the case if the present bill were more
general.

Mr. President, throughout the history of our country, the beef industry has
been plagued by cycles of boom or bust. These cycles have not worked to elther
the benefit of consumers or producers. S. 2484 will help level out these cycles
by assuring a more constant supply of beef and help eliminate the excessive
price fluctuations which have characterized the beef industry. Tangentially,
S. 2484 will help in another way. One of the most beneflcial developments
that could be brought about in the beef industry would be the opening of
Japanese markets to American beef producers. Japan needs American beef
which is not only of excellent quality but also much cheaper than beef pres-
ently available to Japanese consumers. One of the reasons Japanese officials
give for limiting imports of American beef is that the United States beef in-
dustry suffers wide fluctuations in the quantity of beef available and that our
country imports large quantities of foreign beef thus indicating our inability
to meet our own requirements. I believe S. 2484 will help answer this objec-
tion and, hopefully, hasten the day when American beef producers can supply
a considerably enlarged quantity of beef to Japanese consumers.

I urge quick and afirmative action on S. 2484 by the Committee. This bill
will correct major weaknesses of the present Meat Import Act to the benefit
of both consumers and producers. It is rare when legislation can accomplish
both these objectives as this bill does.

A COMPARISON OF THE 1964 MEAT IMPORT LLAW AND -PrROBLEMS WITH THE PRoO-
rosep BEEF IMPORT AcT oF 1978 AND IT8s EFFEcTs ON DOMESTIC SUPPLY AND
PRICES

By Concerned Cattlemen of the Dakotas Taskforce

FEBRUARY 27, 1978.
To: Finance Committee, United States Senate.

Mr. Chairman, members of the committee: My name is Charles J. Bell
man. I am a member of the Concerned Cattlemen of the Dakotas taskforce
from Wecota, South Dakota. With me is Leroy Vogel of Hoven, S.D., and
Ray Rohweder of Wishek, N.D., also taskforce members. We are all in busi-
nesses related to cattle production.

Bellman—Cattle, sheep and grain farmer. B.S. Animal Husbandry and
M.S. Journallsm Research with a minor in statistics and economics.

Vogel—Cattle feeder, cow-calf and grain farming.

Rohweder—I.ikestock Sales, cattle feeder, cow-calf operation.
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1. Our taskforce unanimously approves and supports Senator Bellmon’s bill
to impose quotas on the importation of beef. Through testimony and attached
documents, we belleve imports under current laws are of great harm to the
domestic producer and has caused great monetary losses and hardships on all
farmers. Because of imports on’ beef in huge, guaranteed quantities, overliqui-
dation of the domestic cow herd has resulted. The ultimate result will be a
shortage of beef and high prices for the consumer.

II. We would first like to address ourselves to the 1964 Meat Import Law
which we feel is a factor which has contributed. to increased imports since
it went into effect in 1965. If the beef industry could be defined as the domes-
tic producer or cow-calf operation, the law itself may be illegal and subject
to remedial provisions in the Anti-Dumping Act, 1921, Section 308 or 337 of
the Tariff Act of 1930 or to provisions of the Trade Act of 1974.

A. While real domestic production has increased from 18.8 to 25.8 billion
pounds, (35 percent increase) imports have increased from .95 billion carcass
weight pounds in 1865 to more than tweo billlon pounds in 1977 (a 110 to 112
per cent increase). Imports during the time the law has been in effect have
increased three times as fast as domestic production. (See Chart A)

Only once since the 1964 Law went into effect has the quota decreased.
That was in 1974. Prices were so depressed at the time that freight costs of
10 to 18.5 cents & pound prohibited imports because prices were reduced to
near zero in exporting countries. In addition, the President suspended quotas
in 1972 and 1973 because of previously high prices.

B. While the 1964 Law has guaranteed other countries a seven percent share
of the U.S. beef market In fresh, frozen and chilled forms, unlimited supplies
of live cattle and processed meats were allowed. The domestic cattleman had
no protection. Foreign countries geared up to share in the U.S. market. (See
Chart B)

C. The 1964 Meat Import Law is economically devastating to domestic pro-
ducers and afforts them more harm than protection because:

(1) When domestic beef production increases, imports likewise increase.
This has caused prolonged liquidation of the cow herd resulting in depressed
prices. (Increase has been 1.076 to 1.92 billion pounds product weight since
1974, yet prices were depressed.)

(2) The law does not include processed beef or live cattle. The packers have
the option to suppress prices by (a) buying domestic beef, (b) imported live
cattle, (¢) processed beef, or (d) beef under the 1964 Law. It is clear that
increased domestic prices trigger imports (See Chart C), thus holding down
domestic prices for the cattlemen. When voluntary restraints go into effect
near the end of the year, lived cattle from Canada and Mexico have been
shipped in for slaughter (See Chart D) to further suppress prices. Due to
the New York dock strike in 1977, fresh, frozen and chiiled imports were
stopped at the largest port of entry and the volume of those imports dropped
in October and November, stimulating live cattle movements in large volumes
earlier than normal. Then as prices rose and foreign countries needed to ful-
fill quotas, increased beef under the 1964 Law entered the United States in
December (See Chart D again). Thus beef outside the law I8 used to suppress
and hold down prices continuing to cause more liquldation of the domestic cow
herd. The result will be an inevitable shortage of beef in the upcoming years.

(3) Imports are based on total production. This includes steers, heifers,
cows, bulls, stags, canners and cutters, and calves. But, meat shipped into
the United States is of a high chemical lean variety and is most similar to
cow or manufacturing type beef. In normal years of cow slaughter (Table I),
imported beef would be equivalent to the cow kill or about 5-6 miilion head.
These are cattle dairymen and cow-calf operators depend upon for a large
share of their incomes. .

(4) Imported live cattle are counted as domestic production. Thus, about one
million head of imports each year triggers the equivalent of 70,000 additional
cattle to be imported the following year in the form of fresh, frozen or chilled
beef. Domestic cow liguidation is also counted as U.S. beef production allowing
still more beef imports. (See Chart B again)

(5) When prices are high, the President can suspend the 1964 Law. He did
that in 1072 and 1978. Thus, the law has never provided protection for pro-
ducers and has forced the President to take possible discriminatory, judgment
decisions. :
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(6) Foreign countries are guaranteed a base quota of 725.4 million pounds
product weight beef (979.3 million pounds carcass weight), plus additional
amounts based on U.S. production during the year and two preceeding years.
Because of this formula, high volumes of imported meat can enter the country
in years following major and serious decreases in prices. The law, because of
its nature, forces world liquidation. Cattle cycles in the world have become
sycranized.

D. As a result of the 1964 Meat Import Law, the United States has become
the world’s largest beef importing country. (See Table II). Of the 6 billion
pounds of beef traded in the world, the U.8S. imports 2 billion pounds or about
three times all the countries in the European Common Market and four times
that of the second -leading importing country, the USSR.

E. Benefactors of the Law are the importing-exporting companies, the pro-
cessors and packers. By allowing optional sources of supply, prices have heen
suppressed. After the New York dock strike, prices increased about $3 per
hundredweight for cows. When the strike ended, prices dropped about $3.50.
When live cattle were stopped at the Canadian border, cow prices rose from
$26 per hundredweight to $33. )

F. Prolonged depressed prices continue to cause overliquidation of the cow
herd (See Chart B again).

III. The 1984 Meat Import Law allows imported beef to replace that of do-
mestic producers. The result is great economic damage to the total farm
industry.

A. Depressed prices in the price cycle causes cow liquidation. Imports have
prolonged liquidation. Cow herd size has been reduced from 11 to 14.5 million.
As a result, 10 to 13.5 million fewer calves wil lbe born in 1978. The result
will be a forced drop in the per capita beef consumption from a high of 129
pounds to about 105 to 110 pounds in 1979 or 1980. This will be the biggest
drop in history. (See Chart E)

B. With fewer cows to graze the land, about 100 million acres of grassland
has been forced into crop production. This has caused further depressed grain
prices. Until the cropland is diverted or reverted to grassland, there will be a
depressionary stress on grain piices.

C. Because of an upcoming shortage of beef, consumers will be paying much
higher prices for beef in the years ahead.

D. Because there will be a shortage of beef, more imports will be needed
to fill demand.

E. Because prices have been depressed (See Chart F) so long in comparison
to costs of preduction, a consumer revoit will take place unless provisions are
made to allow more imports to meet demand.

IV. The Beef Import Act of 1978 presented by Senator Bellmon of Okla-
homa positively and firmly addresses all aspects of beef imports and their
affects on domestic prices. The Act is extremely simple and provides for the
following action:

A. Imports will move into the country in a counter cyclic manner to bcef
production. Prices will be a triggering mechanism. The formula in the Mode!
Narrative (See February 2, 1978. 81116, Congressional Record) allows imports
on the following basis:

Parcent Percent  Import volume
pari imports  (biltion pounds)
80 2 %

85 ] 1
90 6 13

95 8 2
100 10 2%
110 1 1371

® (O] )
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In order to import the same volume as under the 1964 Law today, prices
would heve to be 95 percent parity on all cattle or 57 cents & pound.

Since prices today are about 65 percent parity, two percent imports would be
be allowed, but a duty would be imposed. Countries that continued to export
at today’'s parity prices would pay a duty of 27 percent (See Model Narrative,
Table A—Duty Schedule). This would amount to $10.80 a hundredweight on
live cattle.

Exact volumes of imports can be easily computed by using the equations
provided in the narrative model.

B. All beef is included under the law and closes loopholes of circumvention.

C. Import volume will respond to U.S. prices and supply. Under the 1964
Law, domestic prices respond to domestic supply, plus imported beef in all
forms. (Top line on Chart B) World countries will be given a share of our
market based on the economic wellbeing of the U.S. cattleman and consumer.

D. When prices are high, imports are allowed in unlimited quantities. It
does not take Presidential action to remove the restrictions. This assures con-
sumers quantities of beef at realistic prices. Possible price freezes as in 1972-73
wiil be minimized.

E. Importing countries can share in favorable balances of trade. Under the
current law, the value of imported beef may be less with a greater volume of
imports. (See Table III) In the year 1974, as an example, the U.S. imported
1.075 billion pounds worth $740 million. Parity was 65 percent. If the domestic
producers would have been recelving 100 percent parity, the same volume
would yield $1.14 bfllion. Foreign countries, producers and processors would
benefit from higher prices In the United States.

F. In 1976, domestic cattlemen lost about $7 billion. Better and more logical
control over imports will help transfer lost wealth back into the agriculture
sector of the economy.

G. The 1978 Law, if enacted, will respond more quickly because the price
cycle preceeds the production cycle. Prices cause herd build up or liquidation.
Imports tied to a sliding scale index will not allow continued increases of
imports after prices fall. And, when prices increase, more imports will be al-
lowed sooner. The bill is sensitive to the economic well being of the country.

H. The 1978 Law, if enacted, will prevent prolonged overliquidation due to
competition from imports, Thus, an adequate cow herd will be maintained to
supply future needs and keep grassland out of grain production.

1. The United States will become more dependent on domestic supply, thus
more non-fed cattle will be available for the hamburger market which is in-
creasingly important each year.

J. The 1978 Law, if enacted, will give more stability to the cattle market.
Prices will not be so erratic. :

K. Imports will enter on a quarterly basis rather than on an annual bsis.
This will prevent dumping of beef as can be done under the 1964 Law.

L. World free trade will be stimulated because foreign countiries will look
for other markets when U.S. prices are depressed. Other countries (those
exporting to us today) have embargoes and discretionary licensing tht pro-
hibits our exporting beef to them. (See Table IV).

V. Other formulas and laws.—Those that address themselves to cattle num-
bers or volume of meat alone have built in lags for herd build up or liquida-
tion. Liquidation (See Chart G) follows prices. Therefore, increased imports
can be expected under such formulas even after prices have dropped for a
year or two. Likewise, imports will not open up as rapidly when prices go up
dramatically. Thus, the consumer will not be assured of a greater meat supply
for a year or two. Such formulas will be ineffective and harmful to domestic
producers and consumers alike a large share of time.

VI. The Beef Import Act of 1978 is in compliance with the President’s rec-
ommendations as stated in his presentaion to the Democratic Party’s Platform
Committee to:

“Insure stable prices to the consumers and a fair profit for the farmers."”

And: '

“Guarantee adequate price supports and a parity level that assures farmers
a reasonable return on their investments.”



TABLE 1.—(TABLE 87)—CATTLE SLAUGHTER: NUMBER SLAUGHTERED UNDER FEDERAL INSPECTION, BY CLASSES, UNITED STATES, 1970 TO DATE!

[in thousands]

Year January  February March April May June July August September October November Decsmber Year
1,258 1,350 1,433 1,429 1,447 1, 402 1,357 1,420 1,407 1,217 1,414 16, 608
1,257 1,513 1,420 1, 807 1,549 1,412 1,412 1, M8 1,391 1,374 1,372 17,003
1,355 1,547 1,421 1,614 1,561 1,330 1,576 1, 486 1,524 1,475 1,453 17,749
1,362 1,475 1,258 1,533 1,412 1,311 1,204 1,268 1,511 1,411 1,333 16, 604
1,259 1,637 1,558 1,626 1, 566 1,530 1,463 1,482 1,590 1,403 1,403 17,824
1,412 1,452 1,428 1,364 1,304 1,332 1,308 1,286 1,287 1,213 1,229 16, 670
1, 306 1,612 1,370 1,375 1,540 1,527 1,574 1,520 1,434 1,296 1,361 17,265

624 674 644 618 690 725 701 79 805 642 687 8, 304
605 664 619 629 707 120 788 801 738 644 628 8229
627 659 602 696 782 672 808 833 853 710 636 8,535
572 613 434 636 648 615 607 791 688 642 7,645
516 595 600 659 611 682 721 636 803 703 694 7,960
700 700 707 684 714 741 818 948 993 815 834 9, 420
899 1,074 911 849 909 869 944 964 965 880 834 11,117
401 416 429 432 432 465 435 459 496 466 471 5,373
400 461 453 485 479 468 486 490 - 500 486 5,627
432 455 406 46 474 482 418 480 13 436 S, 402
46 482 471 449 “u9 4% 435 507 534 496 5,659
481 442 437 449 386 538 608 588 759 756 742 T 6,794
606 683 923 991 081 123 10, 421
760 697 790 869 904 893 9, 704
9,900
35 37 39 M4 46 50 45 43 45 k] 33 507
37 43 43 47 56 54 52 53 48 46 «Q 560
43 46 42 51 56 52 60 52 52 9 40 583
“ 50 41 54 54 54 57 52 57 54 48 613
47 a7 . 48 59 58 n n n 78 67 63 41
59 63 71 8 93 93 9% 105 87 8 9%
67 15 75 76 85 76 80 8 7 I 67 906
182 209 231 210 207 231 222 249 262 238 231 2,701
197 235 230 43 253 251 240 236 U2 229 229 2,854
208 219 205 2% 270 244 4 %67 263 248 2 252 2,906
249 219 261 249 269 248 213 23 250 247 2,948
232 261 186 253 277 296 442 395 445 3,5%
293 327 331 354 U8 424 458 566 486 500 4,895
405 n 406 [V 481 499 438 4 530 455 558 5,738
1 Dats for 1970-72—48 States.
2inciuded in cattle classification.

Source.—~Animal Plant Health Inspection Service and Statistical Reporting Service.
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TABLE 1).—(TABLE 34) BEEF AND VEAL: IMPORTS BY SELECTED COUNTRIES AND THE £C, 1972-77

{in mitlions of pounds carcass-weight equivalent]

Importer 1872 1973 1974 1975 19761 197712
United States.____ [, 1,99 2,022 1,646 1,78 2,004 1,984
European Communitys......._..._... 2,098 2,172 954 410 694
Union of Soviet Socialist Republics. ... 70 36 646 820 552
Canads 218 230 186 192 316 214

192 428 170 142 3
114 138 58 80 176 132
1% 178 30 60 98 66
R 102 “u 78 838 102
n 4 80 52 80 98
9 90 M U " “
84 40 98 12 12 16
$30 674 578 1,432 1,764 1,87
5,746 6, 154 4,532 5, 090 6,122 6, 086

t Preliminary,
s Forecast, i
3 Excludes intra-Community trade.

Source: Compiled from official statistics of the U.S. Department of Agriculture.

TABLE 11).—(TABLE 46) BEEF AND VEAL, FRESH, CHILLED, OR FROZEN: U.S. IMPORTS FOR CONSUMPT{ON 8Y
PRINCIPAL CUSTOMS DISTRICTS, 1974-76

Customs district 1974 1975 1976
Quantity (1,000 Ibs.)
New York, N.Y. s 296, 295 437, 086 398, 74
Philadelphia, Pa_ ... .. .. .. ... o 199,112 188,763 191, 060
Migmi, Fla.... . 127, 831 139,903 151,978
San Juan, P.R.. 26,915 37,55 86,178
Los Angeles, Ca 60, 729 70, 385 63, 595
Seattle, Wash_____ 42,698 43,009 54,429
San Francisco, Cali . 47,483 42,840 46, 805
Ogdensburg, N.Y .. . . e iiaiieeiieraeaareean———— 19, 883 14, 665 38, 575
Charleston, 8.C. ... . iiiiiiiciiiieicaea 43,139 46, 758 41,277
El Paso, T 0 21,499 36, 564
[0] 1 Y S P 206, 176 165, 357 169, 383
Total 1,075, 261 1,207,793 1,281,587
Yalus ($1,000)
New York, N.Y. e ciciaaeaan $202, 862 4198, 317 $228, 667
Philadelphis, Pa 131,797 84,034 108, 007
Miami, Fla_.._. 621 80, 763 101,750
San Juan, P.R.. 18,324 23, 355 44, 058
Los Angeles, Cal 2, 640 33,310 41,462
Seattle, Wash____. 30,279 414 32,359
San Francisco Cali . 24,773 19,845 28,024
Ogdensburg, N.Y ... ... . ........ . 14,643 453 23,930
Charfeston, S.C.. ... ......occ.o.oo... 32,647 19,618 23,650
ElP 0 3,839 2, 196
Other. 153,909 77,919 104,077
740, 496 579, 868 758, 780

Source: Complied from official statistics of the U.S. Department of Commerce.

Note.—Because of rounding, figures may not add to the totals shown.



TABLE IV.—(EXHIBIT B) COMPARISON OF NON-TARIFF TRADE BARRIERS USED BY MAJOR TARGET COUNTRIES ON MEATS

European
i Economic
Type of NTB’s United States  Community Japan Canada Mexico Switzerland Australia  New Zealand
Protection and support systems: )
a. Quantitative restrictions. . ...____________________ Public Law Some selective Quous ......... Global quotas,  Discretionary
88482, quotas. lud. licenses. Iie.nslnz
b. Monoplies..______ . . ____________________ None..___.____ None...__.__None......____MNone.... _____ None. .. ...
¢ Sanitarystandards.. ... __________ Set forth in Special san- No probloms..“ Cemﬁunon--.. No problems. .. No problems.
inspection itary regu-
/ regulation in lltlons varies
Wholesome by countries
Mezt Act. in EEC not
standardized.
Support programs
a, Pricesupport ____ .. .. ____ Nome_..._.._.. Price support  Price supports__ Prico supports, None....._____ None__..____.. None...._.____ None.
protected by deficiency
variable payments.
levies gate
price
. systems.
b. Marketing organizations...____.____________.__________ do. ... Intervention Do.
agencies,
¢. Other domestic subsidies. .. _______________________ .. do..___.__ Special subsi- .___________ | Emergency do_...._.__ None...._ _____ Do.
dies to con- feed grants.
vert dairy
to beef—
B slaughter
. premmms.
Exportassistance________________ .. . _____________ . ____ do.____.._. Export subsi- Nome__ . . . ... e e do_ ... bo__.______ Do.
dies when
needed. )
Bilsteral trade agreements_. .. ___________________ ... ___ do..... ... Selective_______ Yes—many_____ Nene....______ None_...___________do.....____ Selective.. __.. Do.

rl

Source: U.S. Department of Agriculture. /
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CHARTS A THRU G

Presently the Meat Import Act of 1964 guarantees foreign meat exporters of
at least 7% of the U.S. market. Allowing for live cattle and other imports not
covered by the law, exporters to the U.S. enjoy over a 109% share of our-do-
mestic meat market. During adverse economic conditions cattlemen are forced
to sell during a depressed market. The resultant oversupply problem is further
compounded by an increase in imports, since they are geared directly to do-
mestic production. The end result is lower market prices, financial strain and
loss to producers. The small producer, who has been absorbing losses since 1974,
has no avenue of relief in light of increasing imports and recent record kill
numbers.

What then is the alternative? The answer les in determining import volume
in relation to prices received by domestic producers, not the volume they put
on the market. Since the meat industry most resembles perfect competition,
entries into the industry must be geared toward market prices, not a guaranteed
market share. The following model when implemented can effectively preserve
the principles of perfect competition and take unnecessary constraints and
burdens off our domestic producers.



vice Reezivid
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Pr %
Po
100
75
70
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o
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Production
(Import Quota)
Figure A
P, =Prices received by producers as determined and reported on a national
average. .
P, =The price at which quantity of beef can purchase the same quantity

of non-farm goods as in a specified earlier period.

P,/ P.=The production cost price index which determines imports,

I =That percentage of domestic production which will be allowed as beef
imports. (This represents the volume of imports as a percentage of domes-
tic production.}

D =Represents the rate of duty, expressed as a percentage, to be applied
against all meat imports when prices are below a specified level.

The model:

Y axis—Production Cost Price Index.
X' axis—Percent of Domestic Production (allowable volume of imports).

Constraints: when P,/P.<<80% then D takes effect on level of allowable im-
orts I < 159, of domestic production. Imports would be allowed to exceed this
5% only thru emergency or special negotiations by the state department.

Fiéure A represents the supply schedule faced by foreign meat exporters to

the U.S. The supply curve is represented by the equation:

ey Y=.75+2.5X

25-356 O - 78+~ 3



30

where:

== ) °

X =allowable imports (1)
7S
Equation (1) can be rewritten as:
P,—.75 P,

@ I'=—557, -

The demand curve faced by the foreign meat exported to the United States
is represented as an infinitely elastic demand, the same as that faced by tne
individual producer in the meat industry. This is represented in Figure B.

The demand curve is represented by the equation:

3 Y=80%
equation (3) can be rewritten in the form:
4) P,/P.=809%.

This relationship is based on the constraint P,/P.<80% which triggers the duty.

Pn -
% N :

100
95
90

85

80

75

70

65

% of Dumestic
Production

(Import Quota)

Fileure B
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When we combine the supfly and demand functions we represent the foreign
meat exporters market conditions (Figure C). This doesn’t represent the domestic
- industry but it is similar to the same schedule faced by the individual firm within
the industry. The market mechanisms function as preseribed in a ect com- - -
petition model. That is, as price goes up, or P,/P. approaches 100%, then there
exists incentive for more firms to enter the market place or existing firms to in-
crease supply. Thus, as importers increase volume compared to domestic supply,
a downward pressure on price will force the market back to an equilibrium of
80% (P./P.) and an allowable level of impoits at 2% of domestic production.
Over the last three cow cﬁvcles parity has averaged 83%. Our equilibrium produc-
tion cost price index reflects that average. In order for the market to adjust
itself toward an equitable return to domestic ufaroducers, the 2% of domestic
production is essential. That level of imports would, according to several economic
studies, provide returns in the 85-90 ranje on our index. Therefore, the 2%
equilibrium volume of imports, althou‘fh ightly below the 1964 quota, woul
miost equitably stabilize the market and function as a floor for the model.

'

RO PRKE : ) ) Sun s
INCICITOR . R R R ’
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Pa :
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Whenever the price ratio, -Pr/Pc¢, falls below market equilibrium the rate of
duty formula becomes active. This is represented as:

(5) D=.16+2(.02-1)
this ecan be expressed as: -
(6) ’ ' D=.19-21

The duty is trig%:,red at P,/P, <80% and the initial rate-at that point is a
159, duty.’ For each 1%, downward change in the price index (P,/P.) the duty
increases by a multiple of 2, relative to the base of 2%, of domestic production for
allowable imports. :

An additional variable may be added at this point and may be reflected in the
duty rate or in the demand schedule. That variable would represent a change in
meat consumption. As consumption decreases the demand curve would be shifted
downward by a'specified incremental amount. Thus, lowering the equilibrium
level and the rate of duty trigger point. (Figure D)

The significant advantages of the above mode!l are: :

(1) The import volume would respond to price whereas in the past imports
have been regulated by domestic kill. By using domestic kill as the index, adverse
conditions work against the domestic producer and act contrary to basic laws of
supply and demand in pure competition. It must be kept in mind that in perfect
competition quantity is always the dependent variable determined by price. The
model allows for the market to adjust itself according with the duty rates, function-
ing to e%ualize cost of production to avoid damage on domestic producers.

(2) The model would significantly improve our domestic producers situation and
capabilities for future production. The end result of which would mean more
stable prices for consumers in the long run. )

(3) From more equitable returns to producers there would be an added incentive
for those involved in marketing activities and distribution channels to bring about
more efficient methods to increase their profit margins relative to producers. .

The model deals with providing an alternative toward solving the cause of the
damage to our domestic meat industry, i.e.,, imports directly proportionate to
domestic supply with no direct relation to price or adverse economic conditions.
(The symptoms, primarily overproduction, as a result of drought and excessive
herd liqu! "ation is not the cause.)

The model incorporates a countercyclical tendency. Since high market prices
would occur during periods of limited domestic supply, import would be allowed

eater market access which in turn would create a downward pressure on price.

onversely when domestic supply is excessive, lower prices would prevail and
imports would have limited market access. The duty would in effect lessen aniy;
competitive advantage imported meat might have. Domestic buyers would see!
domestic meat at lower prices rather than imported meat at higher prices, as a
result of the duty. As oversupply conditions lessen an upward pressure on price
would move the market back to an equilibrium level.

Import quotas would be determined on a quarterly basis.

For example, on 1 January, import quotas would be determined based on the
previous 12 months data which would be used in the models formula’s to deter-
mine the allowable volume of imports for the quarter beginning 1 April; thereby

““providing the exporter three months to make adjustments. Also, each exporting
country will have a determined volume of allowable exports based on their present
share of the domestic market. In this way, domestic producers would be able to
make better managerial and marketing decisions and the exporting country would
know what quota he will have to fill. - .

In determining import volumes by using & price index, the market can adjust
itself toward more economical returns to domestic producers. As our domestic

sup;i)ly becomes stabilized and producers are able to maintain groﬁtable operation,

the long run effects witl be stable retail prices and a stable and adequate domestic

supply of beef. .
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The following are examples of the formulas use:

‘Example 1
Jan. 1 P,=839.00 per cwt i
P,=$57.00 per cwt
4th quatter domestic production =86,618,750,000 lbs.

Plugging into formula we find allowable percentage of domestic production for
imports to be during the 2nd quarter. -

39—.75 (67.00) _ —3.75 _
2567 — 1425 003

a negative percentage designates the duty be imposed during the 2nd quarter.

I=



The duty 1s expressed as:

D = .15+2(.02-1)
D .15 + .10

D = .25

i

Therefore, irt.orts would be allosed up to 158 of domestic production -

with a 25§ initial duiy rate. As the Index decrcases the duty increases
rmaking excessive dumping uneconarical, Also, importers would not face
any quota reduction threats during periods of low prices since any mzat

they send would be arbitrarily deteimined by them.

EXAMPLE 2 . : -
Jan. 1 P = $56.00
P = $57.00
Daestic Production = 6,618,750,000 1bs.
‘T™en .
G

Import volum2 = 573,588,851 for the next quarter

Import volunme ard duty restrictions are based on closing 12 month

figuras to d2ternine quarter quotes for the altermative quarter.

L S

Jan 1 Apr 1 July 1+ . Oct 1

0

voluine or duty deteimined for secord quarter

DIiports would therefore be determined by 12 month averages of Pp and Pe.

The follewing exanple illustrates the import quotas calculation.

Jan 1



FAMLEIE S
Pr S/cost P $/cng Domstic Production
Jen 4i8.50 57.00 " 1,800,000 1bs.
Teo k9.75 57.00 1,725,000 1bs.
Farch 51.25 57.00 1,700,000 1bs.
v 49.83 57.00 5,225,000 1bs. -
then N

© I = 49.83 - .75 (57.00) = ~.\0!49685'

Tmoort Volure = .CL9685 (5,225,000 1bs.)

= 259,604.125 1bs. for second quarter following the
12 manths of calculations

il viill t:e ccve:“m_.n«i ﬁ"O'n dat a 3"

‘L‘\° . : . ) PR

Pn R . | _ Sorestic Praduction
Jan [ 10.85 57 . 1,800,000
Feb 39.75 Ts1 1,725,000
¥arch 39 .00 57 1 1700:000
kvg. 39.687 - 57 5,225,000
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BT -~ 75 (57) = . bpogn
5 .02

Sirce I 4s € .02 the duty comzs into play;
D = .1y -2 (- .020211)
= ,2304 duty on all incoming irportis foe second qualter®
following deta calcuiatians

‘The duty is determined by:
D = .15+2 (.02-1)

when’ Pf'/Pc { .8

I € .02
DUTY SCHZDULE

s X %
.. - 1

- 1.10 unlimited
- ©1.00 Ca

- .95 .08
- .90 .06

- .85 .04

- ' .80 .02
.158 .19 .02
.19 - -5 .02
.23 .70 -0z
.21 .65 .02
.31 .60 .02
.35 .55 . .02
.39 .50 -02
.43 .us .02
47 .lo . .62

B
e

an Pr/Pec € .8 then I £.15 with duty. 7o avoid dumping during a depresssd
rarrnzt, the duty rate iy be éeterrined bi-monthly rathzr then cuzrieriv.
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From the Congressional Record, Thursday, Feb. 2, 1978
(By Mr. Bellmon)

8. 2484. A bill to impose quotas on the importation of beef, including proc-
essed beef and beef quantities in the form of live cattle, when the domestic
market price of cattle is less than 110 percent of parity and to impose custom
duties on such articles when the domestic market price of cattle Is less tuan
80 percent of parity; to the Committee on Finance.

BEEF IMPORT ACT OF 1978

Mr. BELLMON. Mr. President, America’s cattle industry has been faced with
an extended period of masarket depression for producers. Prices paid by pro-
ducers compared to prices they receive has severely curtailed their buying
power. This condition has forced many family farmers and ranchers into ex-
cessive debt to maintain operations. Grain markets are experiencing low prices
from surplus supplies. This condition has become compounded as cattlemen
plow up pasture land and raise crops to meet expenses. A major cause of this
adverse economic condition is the U.S. method of allowing meat imports into
our domestic market.

Meat import levels are negotiated under voluntary restraints determined
from the 1964 Meat Import Act (Public Law 88-482). Under this law, importa
are increased as domestic production is increased. In addition, there exists a
built-in growth factor guaranteeing importers at least a 7-percent share of our
domestic market. Imported meat competes directly with cow/calf preduction
in the ground beef market. Not all meat is covered by the law and eonsequently
the law and its quotas are circumvented through live cattie shipments and
various forms of processed meats.

Due to recent droughts and adverse economic conditions in the agricultural
sector, cattle producers have excessively liquidated their herds to dangerously
low levels. Even though we are at the end of a cattle eycle, herd rebuilding
can not proceed without positive changes in market price condtions.

Reforming the 1964 Meat Import Act is in the best interests of producers,
consumers and international trade. Producers, especially cow/calf operators
require relief from excessive foreign competition. Consumers need protection
against escalated prices. International trade balances need assurance of sta-
bility and optimum resource allocation. :

The concepts of this bill require study as it does bring an economic model
into play to bring stability to our beef markets. Therefore, Mr, President, I
ask unanimous consent that a narrative which has been prepared providing
valuable background for this bill be printed in the Record.

There being no objection, the material was ordered to be printed in the
Record, as follows:

[The material follows:}
MODEL NARRATIVE

The model’s fundamental implications are to:

(1) prevent extended periods of low market prices for producers;

(2) protect consumers from inflated meat prices; and

(8) assure foreign exporters access to our domestic meat market.

The model provides a formula which determines import quotas as a per-
centage of domestic production. The index used is a price received, price paid
ratio, This index herein referred to as the production cost price index, triggers
import levels. The equilibrium level is set at 809 on the index allowing 2%
of domestic production in imports. As market prices rise increasing the index
above 80%, imports are allowed to increase. At 100% on the index, imports
are allowed 109% of domestic production. Whenever the index falls below 809%, -
imports are held at 2% of domestic production and a duty is attached to those
imports. : .

DEFINITION OF TERMBS

Imports.—All classification of beef and veal including beef covered under

the 1964 Meat Import Law, all meat not covered under the 1964 law and all
non-registered live cattle converted to product weight.
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Domestic Production.—All U.8. production of meat as determined by USDA.

Prices Recelved.—As determined by USDA on national averages between
cattle under and over 500 1bs, -

Prices Paid.—As determined by USDA their prices pald index to include
feed grains.

Duty.—An assessment against imported meat which is a percentage of the
current average market prices,

The equilibrium level is set at 809 of the production cost price index be-
cause the cattle industry over the past two cow cycles has averaged 839 of
parity. The 29 of domestic production allowed as imports would provide re-
turns to producers within the 80-90% range on the index. Although that 29
is presently below the 1984 original quota level, it would function as a floor
to stabilize eguitable returns in the marketplace.

QUOTAB

Import quotas would be determined quarterly. Domestic production would
be based on a 12-month sliding scale, while the price index would be deter-
mined from a six-month average. Quotas for April through June would be
determined on January 1, thereby giving exporters'a six-month time frame to
operate in, i.e.: January through March to fill quotas and April through June
for what they wolld be allowed in future shipments.

Under this proposal’s operations, consumers have protection from high meat
prices. Imports would serve to adjust supply and stabilize prices. The funda-
mental concept of pure competition would come into play. As profits are real-
ized more producers enter the market bringing the market prices back to an
equilibrium level, around 80 percent of the price index.

Quotas would be allocated based on each country’s present market share as
a percentage of the total quarterly quota.

PROGRAM ADMINISTRATION

Us.JA would be responsible for maintaining the necessary data (all of which
is presently compiled and published). They would then compute import quotas
every three months. The state department would then have the responsibility
of informing exporting countries of those quota levels. It 18 very possible that
after a short perlod of market adjustments, annual import levels could be the
same-as at present and in some years of the cattle cycle even greater than
allowed in by the 1964 Meat Import Law.

WHY PRICE?

Why advocate a price index rather than a supply ratlo to determine imports?
The answer lies in the models responsivieness to the industry through the
market place. Immediate short run relief to the livestock industry would be
realized which would bring up the grain sectiors economic health. The long
run implications are a stable and adequate meat supply, restraints on meat
prices and access to our domestic market. Utilizing a price/parity type of in-
dex would allow foreign exporters liberal market access during periods of
high prices whereby they could realize higher revenue returns from less meat.
This condition, averaged over a 12-month period, would maintain sufficient
trade balances on a dollar basis.

THE MODEL

Definition of the variables:

P, equals prices recelved by producers as determined and reported on a na-
tional average by USDA.

P. equals the price at which a quantity of beef can purchase the same
quality of non-farm goods as in a specified earlier perlod. (USDA all cattle
parity price.)

P./P. equals the production cost price index which determines imports.

I equals that percentage of domestic production which will be allowed as meat
Imports. (This represents the volume of imports as a percentage of domestic
production.)
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D represents the rate of duty, expressed as a percentage, to be applied
against all meat imports when prices are below a specified level and imports
are held to 2 percent of domestic production.

The model:

Y axis—Production Cost Price Index. .

X axis—Percent of Domestic Production (allowable volume of imports).

Constraints: When P,/P. is less than 80 percent then D takes effect on im-
ports, held at 2 percent of domestic production. The supply schedule faced by
foreign meat exporters to the U.S. is represented by the equation:

(1) Y equals .76 plus 2.6X ‘

X equals allowable imports (I)

where

Y equals P.;/P.

Equation (1) can be rewritten as:

(2) I equals P, minus .76 P./2.5P.

The demand curve faced by the foreign meat exported to the U.S. is repre-
sented as an infinitely elastic demand, the same as that faced by the individual
producer in the meat industry.

The demand curve is represented by the equation:

(3) Y equals 80 percent

Equation (3) can be rewritten in the form:

(4) P./P. equals 80 percent. This relationship is based on the constraint
P./P. less than 80 percent which triggers the duty.

Whenever the price ratlo, P./P., falls below market equilibrium, the rate
of duty formula becomes active. This is represented as:

(5) D equals .15 plus 2 (.02 minus I)

This can be expressed as:

(6) D equals .19 minus 2 I

The duty is triggered at P./P. less than 80 percent and the initial rate at
that point is a 15 percent duty. For each 1 percent downward change in the
price index (P./.) the duty increases by a multiple of 2, relative to the base
of 2 percent of domestic production for allowable imports. The duty on the
2 percent of domestic production is increased as prices decrease, and that in-
crease in the duty is determined by the two equations. This is represented in
Table A.

The model incorporates a countercyclical tendency. Since high market prices
would occur during periods of limited domestic supply, import would be al-
lowed greater market access which in turn would create a downward pressure
on price. Conversely when domestic gupply is excessive, lower prices would
prevail and imports would have limited market access. The duty would in
effect lessen any competitive advantage imported meat might have. Domestic
buyers would seek domestic meat at lower prices rather than imported meat
at higher prices, as a result of the duty. As oversupply conditions lessen an
upward pressure on price would move the market back to an equilibrium
level.

USING THE MODEL

The five step procedure for applying the proposal is:

Step 1.—Accumulate necessary data;

Step 2—Determine imports as a percent of domestic production;

Step 8.—Convert imports into product weight;

Step 4.—Determine quarterly quota of imports;

Step 5.—Determine each exporting countries share of allowable imports.

An additional step would include the application of a duty. This is demon-
strated in example 2. R

EXAMPLES OF THE MODEL'S APPLICATION

Ezample 1
Step 1:
Data (Jan. 1) 6-month average of all cattle (over and under 500 1bs.)—
Pr—$5000 cwt.
P.—$60.00 cwt.
Domestic Production (12-month sliding scale) equals 25 billion lbs.
Step 2: : .
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Imports equals P, minus .75 P./25 P. equals 50.00 minus .75 (60.00)/2.5
(60.00) equals .083.
Ismporgts equals 033 of domestic productlon of twelve months.
te
émpor‘its (1bs.) equals .033 (25 billion 1bs.) equals 825 million 1bs.
te :
Isrzlporés/quarter (3 months) equals 825 mil 1bs./4 equals 208.25 mil 1hs.
ep
Quotas assessed—
Australia had 40 percent of the U.S. meat import market; therefore, the
quota fior the period April, May, and June would be: 0.4 (208. 25 mil Ibs) equals
825 mil 1bs.

Ezample 2
Step 1: :
Data (Jan. 1)—8-month Average Price of All Cattle—
P.—37.00 cwt.
P.—$60.00 cwt.
Dome;tic production (12-month sliding scale) equals 25 billion 1lbs.
Step

Imports equals P, minus .76 P./2.5 P. equals 37.00 minus .75 (60. 00)/25
(60.00) equals minus .053 or minus 5.3 percent of domestic production.

Imports are held at 2 percent of domestic production since the production
cost price index (P./P.) is below 80 percent. The duty is then assigned to
all imp%rts for that quarter April through June.

Step

Imports in product weight equals .02 (25 bil 1bs) equals 500 million 1bs/
year.

Step 4:

Imports for quarter being considered equals 500 million lbs/4 equals 125
million lbs. e

Step 5:

Quotas accessed—

Australia equals .4 (125 mil 1bs) equals 50 mil 1bs.

New Zealand equals .2 (125 mil lbs) equals 25 mil 1bs.

Step 8:

Duty equals .19 minus 2(I) equals .19 minus 2 (minus .053) equals .298.

The duty then becomes 29.8 percent of the average market price or $10.95/
cwt. ($37.00 times .2866) The duty may be computed weekly or monthly pend-
ing market price fluctuations.

TABLE A.—DUTY SCHEDULE

Percent D Percent P./P, Percent |
1.10 ('{
1.00 0.
.95 .80
.90 .06
.85 .04
.80 .02
.79 . 016
.75 .0
.10 —-.02

65 —.04

.60 —.06
.55 -.08
.50 -.10

43 .45 —-.12

4 .40 ~. 14

1 Unlimited.

[This concludes the material:]

Mr. Bellmon. Mr. President, the current Meat Import Act allows more im-
ports into this country when domestic supplies are high and fewer imports
when domestic supplies are low. This provision has acted as a detriment to
our domestic producers and to consumers. When prices are low, imports force
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them lower, and when prices rise, imports are decreased and, therefore, force
prices even higher. Therefore, merely changing the law to a countercyclical
approach would protect consumers to some extent, but would not be acceptable
to many producers. The problem is not as simple as it seems as by the time
supplies are determined, the problem already exists. The import quotas should
be keyed to price to allow the quotas to be adjusted more quickly to abate
low prices for producers and further to prevent exorbitantly high prices to
consumers.

The Beef Import Act of 1978 does change the import quota provisions to a

countercyclical approach keyed by price. In addition, the bill acts to remove
the disasterously low troughs from the market cycle. Further, the exorbitantly
high peaks will also be removed. This is achieved by an effort to maintain
price between lows of 75 to 80 percent of parity (for all beef) and highs of
110 to 120 percent of parity. The price received will still be dependent on
supply and demand signals from the market.
" The bill operates through an economic model which determines the amount
of imports necessary to achieve this stability. Imports will never be shut off
and will be maintained at least as high as 2 percent of our domestic produc-
tion. At other times the allowable imports will be considerably higher than
psesent levels.

When the price of beef goes below 80 percent of parity, duties will be im-
posed on imports. These duties will act as discouragement to foreign exporiers
to flood our markets when prices are low. At no time, however, will their
imports be “shut off.” When the price rises above 80 percent of parity, the
allowable imports will be increased accordingly, duty free. This increase in
imports will continue to the point that if price reaches 110 percent of parity,
all quotas will be suspended. The amounts of imports will be known to export-
ers in advance to allow for their future planning.

In this manner, the consumer will be protected from exorbitantly high prices
(probably 120 percent of parity at most) and the producer will simultaneousty
be protected from low prices (probably not less than 75 percent of parity).

This bill is very important not only for producers but also consumers. As
I stated previously, producers have overliquidated their herds. This condition
can only result in higher prices which means herd numbers will be replen-
ished. However, Congress cannot idly sit and watch the livestock producers
of this country fall prey to the huge oversupplies which resulted in the bank-
ruptey of mapy producers over the last 3 years. This bill provides a fair al-
ternative to producers and consnmers.

Senator Bextsex. We are fortunate to have with us Senator Zorin-
sky of Nebraska, a state which is a primary producer of beef; the
Senator is deeply concerned with this problem.

Senator Zorinsky.

STATEMENT OF HON. EDWARD ZORINSKY,-U.S. SENATOR FROM
- THE STATE OF NEBRASKA

Senator ZoriNsky. Thank you very much, Mr. Chairman. I appre-
ciate the opportunity. I will not take very long. '

In the interest of time and to preclude redundancy I would like to
associate myself with the remarks of Senator Melcher and Senator
Bellmon for the great need of some form of countercyclical change
in our import quota laws, beef import quota laws.

I would point out that in the 1964 meat import quota law, and, as
far as I can see, in some of the proposed new laws, there is a coasting
factor due to the nature of the bureaucracy. From the time the quota
level is attained to the time of actual shutoff of the meat imports,
the coasting factor allows imports in excess of the legal quota level.

These excesses are not deductible from the next year’s quota, so
we have a coasting factor and a coasting time. A surplus of beef is
generated from the time the quota is triggered to the time imports
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are actually shut off. They can be quite a large factor, particularly
the beef imports.

I would suggest that we look at that factor, because many times
the imports allowed during this coasting period are large. Of course
these imports can be blamed on the fact that, it just took that long
to cut it off.

T have even heard it said that, sometimes dealing with the State
Department is like watching an elephant get pregnant. Everything
happens at a very high level and there is a lot of commotion and it
takes about 22 months for something to happen.
~ Certainly my esteemed colleague, Senator Bentsen, has been in-
volved in the pros and cons of the meat import quota laws. Never-
theless, I certainly want to do all I can, coming from cattle country
such as Nebraska to do what is possible to bring equity to the people
in the cattle business in order for them to maintain their livelihoods
and stay in business. -

I have traveled throughout the State, spoken with numerous cattle
people and the Unicameral for the State of Nebraska has had numer-
ous hearings which I have attended and it is the consensus of a ma-
jority of tho people in the State of Nebraska that there is a great,
definite need for a revision in our current beef import quota laws,

Thank you, Mr. Chairman.

Senator BExTsen. Thank you, Senator Zorinsky.

Are there any comments?

Senator Curris. Just one question, .

The Senator has given a considerable time to this, and as a mem-
ber of the Agriculture Committee, would you say that if we can
preserve for the American cattle industry a greater proportion of
our domestic market, that that will also materially help the. pro-
ducers of grain? S o '

Senator ZoriNsky. Yes, sir, definitely.

Senator Curtis. It means a greater -market for our feed grains as
well as taking land that woulg be ordinarily, some of it, turned to
wheat and other surplus crops. The more land we use for the live-
stock industry, the less surplus we might have.

Is that correct ?

Senator Zorinsky. Yes, sir, and regenerating the same dollar nine
times over for purchase of more tractors, more jobs are created, and
certainly a better economic climate within our country.

Senator Haxsex. I have no questions, but I just wanted to under-
score the Jast point that the Senator made. The way these dollars -
roll around in a community and the number of times they turn over
to #dd to general improvement throughout the entire economy, I
think that 1s a point that ought not to go unnoticed, and I thank the
Senator for making it. ;

Senator BexTsEN. Thank you very much for your very helpful
testimony.

Senator Zorinsky. Thank you, Mr. Chairman.

Senator BENTSEN. Our next witness is the distinguished Senator
from Towa, Senator Clark, who has walked across most of those
farms and ranches in Jowa, have you not, Senator?

He has been very concerned with the problem, and we are very
pleased to haveé him here this morning.
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STATEMENT OF HON. DICK CLARK, A U.S. SENATOR FROM THE
' STATE OF IOWA

Senator Crark. Thank you very much, Mr. Chairman and mem-
bers of the committee. I appreciate the opportunity to appear and
certainly commend you, along with the other witnesses, for the timeli-
ness in holding this hearing.

I know how short the time is and I would like to try to keep my
remarks to 5 minutes, and so I will try to be as succinct as possible.

Our State, which is one of the major cattle producing States in
the United States, has suffered just as the rest of the country has
over the last 4 years. The reason for it, obviously, does not rest
entirely with beef imports. It also rests with heavy beef production
and weakened consumer demand.

But we think that imports are a significant factor, nevertheless,
and are delighted that you gentlemen are undertaking these hearings
to try to address yourselves to the import problem.

In fact, the Meat Import Quota Act of 1964 has not worked well
in recent years. It does not provide increased protection for domestic
producers when the prices are low and these protections most needed.
And, the law has a number of significant loopholes which ought to
be closed. Many of those have been discussed already this morning.

But, basically, the 1964 act was designed to permit the Secretary
of Agriculture to enter into agreements with beef producing coun-
tries that would limit imports to about 7 percent of the entire U.S.
market. I thought this law was helpful at the time it was passed, in
1964. It was assumed then that it would hold imports down to a
level that the United States would need to supplement our produc-
&ion of higher quality beef that makes up the bulk of our beef pro-

uction. . :

And it was assumed that foreign beef would be attracted here
when our supplies were short and our prices were high, but not when
U.S. production was high, or our prices were low. S

But, as so many other witnesses here have said; those assumptions
have not proven to be correct. We have imported just about exactly
the maximum amount each year since the mid-1960’s, both when
prices were high and when they were low. Especially in recent years,
prices have not affected imports much. ,

In fact, in 1970, about 1.8 billion pounds were imported and be-
tween 1.8 billion and 2 billion pounds have come in each year since
then, with the single exception of 1974. .

There are at least two kinds of loopholes in the act. First, imports
of live cattle were not covered and, even worse, when these live
cattle were imported for slaughter, they actually increased the calcu-
lation of domestic production and thus, the amount of imported beef
that can come in under the act. So you get a kind of double whammy.

Second, certain processed beef products are not covered by the
act. Canned corned beef, frozen cooked beef, other processed beef can
come into the United States in unlimited quantities. I believe, as
other witnesses have testified before me, that these loopholes should
be closed and that beef imported in these .forms should be counted
against the quota of each importing country.
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Mr. Chairman, I understand that you have at least five bills before
you now under consideration and that others may well be offered,
and I believe that a number of these bills would accomplish about

- the same thing using different approaches.

I am not here to try to identify the best legislation. Your com-
mittee is responsible for that and I would rely upon your doing a
good job. Instead, I would just like to list two or three of the char-
gctfriistics that I believe any revision of the current bill should
include. _

First, the protections in the law should be countercyclical, as you
have indicated. They should provide more protection when U.S.
prices are low and admit more beef, imp